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September 10, 1956 




To our Stockholders: 

The results of your Company's operations for the fiscal year ended June 30, 
1956 ore presented to you in this report. 

Net sales of $25,543,059 were again the highest in the Company's history, 
resulting in an increase of 9.2% as compared to the fiscal year ended June 
30, 1955 when net sales were $23,390,391. Net income for the year, after deduct¬ 
ing all charges including taxes, was $576,429, or $3.92 a share of Common Stock, 
as compared with $3.20 a share for the preceding year, on increase of approxi¬ 
mately 22%. Net profit before taxes was $1,206,429, or 4.73% of net sales, as 
compared with $953,560, or 4.08% of net sales. 

In view of increased earnings your Directors approved an increase in the 
quarterly dividend rate from 25c to 35c. The Hrst dividend at the new increased 
rate was paid July 2, 1956. The year 1956 marks the 28th consecutive year that your 
Company has paid a dividend. 

In previous reports, we have mentioned that it was the Company's policy 
to dispose of small marginal stores and to replace these with modern shopping 
center units. We are happy to report that this program is now completed and that 
no further stores are considered for disposition at this time. It is expected, how¬ 
ever, that occasional stores will be disposed of in the future due to changing 
marketing areas, unfavorable leases or for other general business reasons. In 
addition, we have been consolidating the Company's operations primarily to the 
state of Ohio. As of June 30, 1947, nine years ago, the chain consisted of 91 units, 
six in New York state, and 19 in Pennsylvania. At the close of this fiscal year we 
had 81 stores, all in Ohio except one in Bradford, Pennsylvania. Of the total, 39 
are located in what we term modern shopping centers. Average volume for all stores in operation during 
the full fiscal year 1947 was $196,786, while the average volume of all stores in operation during the full fiscal 

year 1956 was $331,417. On the last page of this report there is an outline map of Ohio indicating the cities 

in which we have one or more stores in operation or under construction. 

During the past year six new shopping center stores were opened, two in Columbus, and one each in 
Wooster, Ashtabula, Mansfield and Springfield, and one store was purchased in Cleveland. Four small stores 
were disposed of, two in Cleveland and one each in Columbus and Bradford, Pennsylvania. For the present 
year we expect to open eight new shopping center stores. Included are our first units in Hamilton and Cin¬ 
cinnati (opened in July and August) and Chillicothe and Willoughby. The other four stores will expand our 
coverage in Sandusky, Warren, Mansfield and Youngstown. Leases have also been made for nine additional 
Ohio shopping center stores to be installed after June 30, 1957. For this year we plan to remodel and re¬ 
fixture six units. Our program to air condition the stores has continued and it is expected that all stores will 
be air conditioned by the end of this fiscal year. 

Due to the continued past growth and the expected future growth of the Company it is necessary to 
expand our warehouse and office. A 17,000 square foot second floor is being added to the warehouse 
annex building, which upon completion will in port house the general office. The present space occupied 
by the general and executive offices will be expanded, rearranged and air conditioned to provide addi¬ 
tional and improved facilities. 

The cooperation and efficiency of our employees and the continued loyalty of our stockholders and 
customers has made this our very best year. To them all, and to our Directors whose counsel has been most 
helpful, we extend our sincere appreciation. 




PRESIDENT 
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NEW UNITS ON THESE PAGES, IN BUSY THRIVING SHOPPING 
CENTERS, SYMBOLIZE GRAYS CONSTANT GROWTH 



GRAY DRUG STORE 
882 Hamilton Road 
Columbus, Ohio 


GRAY DRUG STORE 
3378 North Blvd. 
Columbus, Ohio 










































GRAY DRUG STORE 
2203 Lake Avenue 
Ashtabula, Ohio 


SERVE, yO Ur : ELF f'^EXTR A _SA V, V 


GRAY DRUG STORE 
1845 Beall Avenue 
Wooster, Ohio 


GRAY DRUG STORE 
1178 Park Avenue, West 
Mansfield, Ohio 




vnUREELF AND SAV£_ 


SERVE 


GRAY DRUG STORE 
1637 Selma Road 
Springfield, Ohio 
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Columbus Ohio 


(showing separate entrance 
for Dutch Oven Restaurant) 



GRAY DRUG STORE 
1637 Selma Road, 

c_ 


Gray's new "Dutch Oven" res¬ 
taurants keep pace with rapidly 
changing shopping trends. Sep¬ 
arated units within our stores, 
they are designed and decorat¬ 
ed in early New England char¬ 
acter with a quaint tea room 
atmosphere. Mrs. Housewife 
may stop for either a snack, or 
to bring the entire family in for 
a delicious, complete dinner. 



















Board of Directors, 
Gray Drug Stores, Inc., 
Cleveland, Ohio. 


We have examined the consolidated financial statements of Gray Drug 
Stores, Inc. and subsidiaries for the year ended June 30, 1956. Our examination 
was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying balance sheet and statements of 
income and earnings retained for use in the business present fairly the con¬ 
solidated financial position of Gray Drug Stores, Inc. and subsidiaries at 
June 30, 1956, and the consolidated results of their operations for the year 
then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 


Cleveland, Ohio 
August 27, 1956 



























GRAY DRUG STORES, INC. and SUBSIDIARIES • June 30, 19S6 



LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 

Portion of long-term debt due within one 
year . 

Accounts payable and accrued expenses: 

Trade accounts and sundry accrued items $ 1,602,560 

Salaries, wages, and commissions . 356,388 

Payroll taxes and taxes withheld from 
employees . 101,506 

Taxes other than federal taxes on income 133,295 

Rent and interest . 150,866 

Federal taxes on income—estimated . 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT 

Note payable to insurance company — 

Note A . $ 917,840 

Less portion classified as current . 159,286 

SHAREHOLDERS' EQUITY 

Capitol stock, par value $1 a share — 

Note B: 

Authorized—165,000 shares 

Outstanding—146,925 shares . $ 146,925 

Capital in excess of par value— 

no change during the year . 1,913,797 

$ 2,060,722 

Earnings retained for use in the business— 

Note A . 3,085,816 

CONTINGENT LIABILITY 

On note receivable (from sale of store) 
sold to bank—$21,981 


See notes to financial statements. 


$ 9 , 069,108 
























DRUG STORES, INC. AND SUBSIDIARIES 


Year ended June 30, 1956 



Balance at July 1, 1955 . 
Net income for the year 


Cash dividends declared: 

$.25 a shore paid October 1, 1955 . * $ 36,732 

$.25 a share paid January 3, 1956 . 36,731 

$.25 a share paid April 2, 1956 . 36,731 

$.35 a share paid July 2, 1956 . 51,424 


BALANCE AT JUNE 30, 1956 


$ 2 , 671,005 

576,429 
$ 3,247,434 


161,618 

$ 3 , 085,816 


See notes to financial statements. 














GRAY DRUG STORES, INC. AND SUBSIDIARIES 


Year ended June 30, 1956 
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OPERATING EIGHTY-ONE STORES 

locations shown on map below: 


• ASHTABULA 


SHEFFIELD# MAPLE HEIGHTS •WARRE^ 

# CUYAHOGA FALLS _ 

• AKRON •YOUNGSTOWN 

• BARBERTON • STRUTHERS 

• ALLIANCE •BOARDMAN 



BRADFORD, PENNA. 


0 Stores in operation 
at present . . . 

O Stores not yet in 
operation . . . 
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